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PRESIDENT’S REPORT 
To The Shareholders 


Lawrence Shankman 


On behalf of the Board of Directors | am pleased to submit this report on your Company’s operations 
for the year ended February 29, 1968. 


Further improvements were made in the financial position of the Company during the past year. Bank 
loans were reduced to $1,923,000 from $3,023,000 at the previous year end. Accounts payable were 
reduced by more than $600,000. The 672% general mortgage bonds due December 1, 1967 and outstanding 
in the amount of $1,474,000 at February 28, 1967 were paid. During the same period, a further $200,000 
of 64% sinking fund debentures was purchased for cancellation. 


The excess of current assets over current liabilities at year end amounted to $1,107,000, a decrease of 
$648,000 during the year. The decrease in funds resulted principally from the reduction in long term debt 
and the acceptance on the sale of real estate of mortgages which mature after two years and consequently 
cannot be considered as current assets. It is perhaps more significant that during this period the Company 
improved its cash position by $1,000,000. 


The year’s operations resulted in earnings of $70,062. However, the deficit of the Company increased as 
a result of a provision of $252,000 to reduce to estimated realizable value, a mortgage which the Company 
accepted in 1961. The revaluation of this mortgage coincides with an intended foreclosure procedure 
which, if successful, would result in the Company’s acquiring the property now leased, thereby increasing 
by an estimated $60,000 the annual cash flow of the Company. 


We have continued to make efficiencies and cost savings. Selling, general and administrative expenses 
amounted to $571,000 for the year, as compared to $858,000 for the previous fiscal year. At the same time, 
we have continued to strengthen the organization and each department of the Company is headed by 
people of excellent calibre. 


— 


While we are pleased with the progress which has been made during the year, we are disappointed in 
certain of the volumes, particularly in the housing area. Accelerated interest rates, shortage of mortgage 
funds and sharply rising land costs have restricted the building and marketing of the desired housing vol- 
umes. Nevertheless, we are extremely well equipped to design, build and market houses for a profit. Our 
system of cost control has made for a more efficient operation and enabled us to improve our profit 
margins. It is hoped that the majority Federal Government will be able to provide the necessary incentives 
and controls which will assist the availability of reasonably priced mortgage funds and the production of 
fairly priced lands. 


The past year saw the investment department sell two of its properties — an apartment building in 
Victoria, British Columbia and an industrial building in Scarborough — both at satisfactory profits. Mean- 
while, the Company's equity in other investment properties continued to appreciate while the profits from 
the operation of these properties continued to grow. Of particular note is the improvement made in the 
operating results of the Regency Towers Hotel. Since February of this year, major alterations were made 
to the hotel's lounge and dining facilities and improved profits have resulted. 


Since the end of the year there have been a number of rumours concerning possible mergers, takeovers 
and refinancing involving the Company. | wish to stress that none of these rumours originated within the 
Company. We feel there are a number of profitable opportunities in land development projects in the 
medium and long term range. The Company cannot and should not look to its bankers for financing in 
these areas. Accordingly, we have attempted and will continue to try to secure financial assistance in this 
area whether by way of joint venture, debt or equity financing. At the present time we are discussing 
possible financial arrangements with interested parties. 


The Company has been working on a comprehensive plan for a major land development project in the 
area of Metropolitan Toronto. We are very optimistic about the potential that this project could have on 
the Company’s future and see great possibilities in this area. Since the year end we have in fact acquired 
approximately 500 acres of land for future development. 


There have been several changes made in the Company's management and directorships. At the close of 
1967, Mr. J.D. Fienberg and Mr. N. Zeldin resigned from active management. Mr. M. O’Donohue O.C. of 
the law firm of Gardiner, Roberts, Anderson, Conlin, Fitzpatrick, O’'Donohue & White was appointed to fill 
a vacancy on the Board of Directors resulting from the resignation of Mr. B. Sadowski, M.B.E. Mr. Walter 
Keyser of Gairdner & Company Limited was appointed to the Board of Directors to replace Mr. John S. 
Gairdner of the same firm. Mr. Zeldin and Mr. G.S. Horgan Q.C. will not be standing for re-election to the 
Board for the coming year. 


Recently remodelled ‘le spot’ dining room, lounge and discotheque, shown here just before the 
lunch hour, is proving popular with patrons of the Regency Towers Hotel. 


James McFarlane, Vice President, Construction, 
and Somer Rumm, Vice President, Land Devel- 
opment, check progress on Stubbswood Square 
subdivision in Agincourt. 


| am most pleased that your Company has emerged from a period of problems with an improved financial 
position and with management that is capable, enthusiastic and hard working. We enjoy the confidence of 
our associates, suppliers and customers and | trust, our shareholders. You may be assured that we shall 
continue to make every effort to build your Company into a successful and profitable enterprise. 


On behalf of the Board of Directors we wish to express our appreciation to the members of our staff for 
their efforts on behalf of the Company. We are also grateful to our associates and shareholders for their 
loyalty and support. 


July 9, 1968 On behalf of the Board, 
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PRESIDENT 


Louis Stulberg, Vice President and Secretary- 
Treasurer, and Vernon Howe, Vice President, 
Finance, discuss planned investment project. 
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CONSOLIDATE 


ASSETS 


Current assets 


(1) 9 ena eR Prietces ae e ne U eaie TA dat hc enrionandice arteadlalos i 


Deposits on land 


Real estate held for development and sale — at the lower of cost and estimated 


realizable value(INote: 2) ccs © sree Ok te Pe ee ene em ee a 
Prepaid expenses'andiSUNGKy: aSSCtSmacyemeh isms sec ce en ek ncaa ee ke ire eye 


Totalicurrent-assets:(NoteO))erthae cents oer o sacke le sores tee ert caerieneu en eee mene 
Mortgagesireceivable lessiallowance fomlosss- a4 ceicesnat aerate nero en nen enone 


Sundry investments and advances (Note 1)...............2200% a ha Sony aun 


Investment properties — at cost (Note 3) 


Buildings’: satu bAsie heey bobs tainn saceie ttne aba iic eceise roe eae era Rosen area Comoe re ie eae 
Equipment: ecigees Messianic cat re ccpestet ot eurtteiiee Rete crc Soe" APO Si Stee sve: nt or ents 
L-easeholdin Provenniemtss caceteeecs sissies socks ese nian erin ha otks Teen Retain er pene: eet ena 
Parkitng [Oty tt yiiratran ar toh Atanas! ones eet aoa torre Perera tat mate onan iss. Ae an ee ae 


Less accumulated depreciation and amortization... ............00.000 aes 


Excess of cost over book value of investment in subsidiaries at date of acquisition 


Unamortized financing costs and organization expense. .............-.2+e00- 


On behalf of the Board: 


LAWRENCE SHANKMAN, Director 
LOUIS STULBERG, Director 


Houses completed and under construction (including land) — at cost less mortgage 
advances received thereoni(Note:2))" ca sane «te aie ee ae etene eo cnenetenene en 


1968 


3) FT tere 
2,764,125 
142,242 


944,487 


3,152,579 
153,439 
7,168,445 


1,759,001 
200,729 
9,578,757 
737,592 


377,641 
274,344 


10,968,334 
1,535,953 


9,432,381 
1,605,156 


11,037,537 


99,700 


478,860 


See accompanyin 
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(with comp 


1967 
$ 120,966 
7,142,686 
150,942 


1,569,018 


2,726,508 
290,974 


12,000,183 


1,008,525 


130,675 


11,007,238 
799,576 
373,694 
274,344 


12,454,852 
1,325,460 


11,129,663 
1,637,054 


12,766,717 


112,950 


534,880 


$20,744,272 $26,553,930 
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1968 
res for 1967) 


LIABILITIES 


Current liabilities 


DIE TO ORAL UND ZY) cies eves su nee © CS ee aon Ne LAL Reo icakce ete Tei aecteraind Ege 
Accounts payable and accrued liabilities 
eae CanPOL ET, CDOS UN tte 0) G5. !aifohsy 6, 602. Sp ns males es Ae eee hoe term Sow i wlley wns 
MOmEGACdeS AGESECUINEGIPAVaDIGSi ait rmctcseicer a cheaaeieman aims tauasMansmusaie aiececice steht scale 
eno oGenetammontgage bonds (Note! 5) jon). ac eee laicreeeieasue fo we eneles eel lode 8 5 lee 
Other long term debt due within one year (Note 5) 


Total current liabilities (Note 9) 


Advances from shareholders due September 10, 1968 ($136,330 included in current 
accounts payable in 1968) 


Long term debt (Note 5) 
Mortgages payable on investment properties 
6%% sinking fund debentures due February 1,1979...............00000 eee 


Bess DOllOnraue Wi til MyOMes V,@atacos, aia. 3 cick es allel ov ehisl Poe aere ay resca /atey relies ens oe utes a ewe eh G 


Contingent liabilities (Note 7) 
MO tatal ali itleS oes eseee Pella tel yosce, 006s 1S von ae ak close ieee sree KGL OR rch Tne hae Rea elo 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 6) 


Authorized Issued 
988,100 288,100 First preference shares with a par value of $10 
each — issuable in series—6% cumulative redeemable 
preference shares, SeriesA ............0-. 
6,000,000 3,669,126 Common shares without par value ......... 
Deli ltmmmte ee mm et a reaeiesasnaes Vics iis, chech inst  s1 ayronatbedsig We heabe tapi oth ot.e, fences d tanel face's 


nancial statements 


1968 
$1,923,414 
1,428,230 
218,809 
1,997,885 


493,115 


6,061,453 


8,479,061 


4,600,000 


13,079,061 
493,115 


12,585,946 


18,647,399 


2,881,000 
2,317,589 


(3,101,716) 
2,096,873 


1967 
$3,023,547 
2,070,856 
179,892 
2,826,474 
1,474,000 
670,437 


10,245,206 


143,824 


9,756,526 


4,800,000 


14,556,526 
670,437 


13,886,089 


24,275,119 


2,881,000 
273i 1,089 
(2,919,778) 


2,278,811 
$20,744,272 $26,553,930 
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CONSOLIDATED STATEMENT OF EARNINGS 
For the year ended February 29, 1968 
(with comparative figures for 1967) 


Revenue: 1968 1 967 
Sales. of real estates:i2°o 3 0) 2 tes ine eee es ee 10,191,283 $14,353,574 
Grossiincome trom investment propenties a) -1-) ase rb emacs eee iene mene 3,184,325 2,835,800 
lnterest andisundry dMCOmMmen sein ove. c pees cas mec ece aes eect nese cee eet 352,032 734,677 
Excess of par value over cost of debentures purchased for cancellation 
(INote’5) ie: aeRe ec We . AVab roe IR pcg raya nL feat eon EE Nn WN Ree 56,000 73,600 
13,783,640 17,997,651 
Expenditures: 
Costoftrealsestateisold# es aisnocols niet Chica Are eR ny enon mene: 9,199,298 13,266,157 
Operating expenses of investment properties (excluding interest and 
GEPreciatiOn) (acai Wee) ea OM me es cak aCe oe ee Re on 13,655 1 952,964 
Selling, general and administrative expenses... 0.0... 000000 0e ee ae 571,368 858,000.” 
Interestexpense (Note A Ty) Mase cts remetcattls elutes eee er evecare ae ea 1,413,029 1,425,251 
Depreciation and amortization of leasehold improvements ........... 329,561 356,359 
PUNO MAPENONON WEING Od) ches anavdgendseaneooenens caus 86,667 79,651 
13,713,578  17,938,38 
Earnings. for the years Gu oll ei ey ark uke nat eat ee ra $ f 70,062 $ 59,269) 
CONSOLIDATED STATEMENT OF DEFICIT 
For the year ended February 29, 1968 
(with comparative figures for 1967) 
Deficit: beginiingiof:y eatin a: ceca tese eee ecias Ue Lees ere an ince SEL aver nce $ 2,919,778 $ 2,935,832 
Earnings forthe Vedat ac.cks ice eee te taa tsi crac ctee tat ne cde othe Week ey bas I oa , 70,062 59,269 
2,849,716 2,876,563 
Dividendsionrpreferenceishares:(INOte!G) 11s: meee cen eee eee 43,215 | 


Provision to reduce mortgage (in default) received in a prior year to estimated 
realizable value 252,000 


Fab ker gat ay oi tea Bee Sune iates SSM CAR MRC er tense acl n | eR ire haut at eae gate $ 3,101,716 


See accompanying notes to financial statements 


$ 2,919,778 
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CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
For the year ended February 29, 1968 


(with comparative figures for 1967) 


Source of funds: 1968 1967 
Eannimasnomthe veaeerrata trian nomi eat iy ete FAN Pe Cran ar ot ae 70,062 $ 59,269 
Add — depreciation and amortization of leasehold improvements ....... ~329,561 356,359 

=rOtnermnoOn-casis:GRAanGeSitemernsiiay cusneieun, a alee) aires ide eee ie coe te 69,270 76,246 
UIncsithompOperaulons seaeatienee yy alee na tia scenes che ducce cmkaiclia ecskaker cy 6 468,893 491,874 
Net book value of investment propertiessold................000es 3,684,717 1,300,218 
Less — existing mortgages assumed by purchasers ..............---- (3,027,490) (1,053,529) 

SamOncgagesatakenioaGhmOniSaleSmare ine Gai w aan eet ark ar meray al (_ 470,350) 

186,877 246,689 
Newsmontgagerfinancimguatsrciht icc sient cine oe cht o socasarney orn wed sidan: 400,000 
plOtalMein reap tor uate unr-s, eur ttet pennies tate sve ae a cyetnas uatan irae 1,055,770 738,563 

Use of funds: 
tnvestment propenties;acdUinediznaet cen sen eases aia eee iat Rachie en vere ore akie 2,285,098 64,051 
Less mortgages thereon assumed by Company ................. 1,835,000 

450,098 64,051 

Increase in mortgages receivable arising from sales of real estate......... 607,346 252,000 
Reduction in non-current portion of shareholders’ advances.......... 143,824 19,506 
ReauctioninilongrternmeGdebts me. ews cree cia ceuesin ies ae bei iaie inten ee tein 507,653 1,184,108 
Diviaendsion preterence snares: oats se) ss eintokecoeel leila ap tae enemetieee ve. oto bo a ze 43,215 
OVER eweeseteettuts traclets Hane Reon Aatiot. 2a. 3 an Sicha ckrored NaI Pome n  beata ike aneneay ( 5,166) 25,868 
Tf(O1¢=| ig eds Sein ales ee an ASUS ch GMa oe Pai SOG a a Aa eae 1,703,755 1,588,748 

Decrease Ini wor kingiCapltalies srmcce): ena tsicto pions oleate hate ean naan ian sha teite d 647,985 850,185 

Working capital, beginning, OF Vary vale Sony iereek Maar staeie ae ee hen 1,754,977 2,605,162 

IMGrKING CADILALNONIG Ol Year nhs 7.070 atc ee ee keke at adem nts Brey me Shee te aise $1,106,992 | $1,754,977 


AUDITORS’ REPORT 


To the Shareholders of 
Consolidated Building Corporation Limited: 


We have examined the consolidated balance sheet of Consolidated Building Corporation Limited and subsidiary com- 
panies as at February 29, 1968 and the consolidated statements of earnings, deficit and source and use of funds for the 
year then ended. Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the companies as at February 29, 1968 
and the results of their operations and the source and use of their funds for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada CLARKSON, GORDON & CO. 
July 9, 1968 Chartered Accountants 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
February 29, 1968 


1.Principles of consolidation 


The accounts of all subsidiary companies have been included in the consolidation. The Company's 
investment in four joint ventures is carried at the value of its equity therein in the item ‘’Sundry invest- 
ments and advances” in the accompanying balance sheet. 


2. Real estate held for development and sale, 
and houses completed and under construction 


These include the cost of land, land improvements, building construction and establishment costs and 
all carrying charges less mortgage advances of $1,305,600 received with respect to house construction 
inventories. The Company’s accounting procedures relating to land and house construction inventories 
provide for the immediate write-off of any costs which are not recoverable from the profits on future sales. 
Accordingly, the carrying value of these inventories is less than estimated realizable value. 


3. Investment properties 


The Company constructs and operates properties of an investment nature, some of which may be sold 
from time to time, when, in the judgment of the Board of Directors, such sales are in the Company’s best 
interest. These properties are carried at cost including mortgage interest, property taxes, legal fees and 
certain overhead expenses capitalized during the construction and initial leasing periods. 


4. Bank indebtedness 


The Company and a subsidiary have issued and deposited with their bankers as collateral security, 
demand debentures in respect to the bank loans and letters of credit outstanding. These debentures are 
secured by a first floating charge on the assets of the Company. In addition, there is a general assignment of 
accounts receivable and certain mortgage receivables have been assigned to the bankers. 


. Funded debt 


Mortgages payable on investment properties include principal repayments due over the next five 
years as follows: 


Year ending February 28,1969 $ 293,115 


Year ending February 28, 1970 431,354 
Year ending February 28, 1971 2,528,661 
Year ending February 29, 1972 184,768 
Year ending February 28, 1973 177,261 


The 6%% general mortgage bonds issued by Don Valley Village Limited, a wholly owned subsidiary, were 
repaid during the year ended February 29, 1968. 


The 6%% sinking fund debentures, Series A are unsecured and were issued by the Company pursuant 
to a trust indenture dated January 15, 1964, which provides that the Company is to retire by means of a 
sinking fund, $200,000 on February 1, 1969 and 1970, increasing to $400,000 on February 1 in each of the 
years 1971 to 1975 inclusive, and to $700,000 in each of the years 1976 and 1978. $200,000 principal 
amount of debentures was purchased for cancellation prior to February 1, in each of the years 1967 and 1968. 


The trust indenture also provides that dividends on common shares may only be paid from the total 
of the consolidated net earnings subsequent to August 31, 1963 plus the net cash proceeds to the Com- 
pany of the issue, after August 31, 1963, of any of its shares. As a result of this provision, the total of 
consolidated net earnings subsequent to February 29, 1968 and net cash proceeds from the issue of shares 
after that date will have to amount to approximately $7,000,000 before dividends may be paid on com- 
mon shares. 


The trust indenture provisions do not apply to prevent the payment of dividends on the 6% cumulative 
redeemable preference shares, Series A. 


Capital stock 


Series A first preference shares: 


Under certain conditions attaching to the first preference shares, the Company is required to set aside 
the amount of $150,000 annually with an overall limitation of $300,000 at any one time as a purchase 
fund for the purchase and cancellation of the preference shares. The amount set aside is to be applied as 
soon as practicable to the purchase of the Series A preference shares in the market, subject to certain 
price limitations. Subsequent to May 1963, the Company has not complied with this condition. 


As at March 1, 1968, dividends on preference shares were in arrears to the extent of seven quarterly pay- 
ments or $302,505. No dividends may be paid on common shares while preference share dividends are in 
arrears. 


As long as dividends on the preference shares are in arrears to the extent of six or more quarterly pay- 
ments, the holders of the preference shares shall be entitled to one vote in respect of each preference 
share held and in addition, voting separately and exclusively as a class, to elect three members of the 
Board of Directors of the Company. 


Common shares : 


Share purchase warrants are outstanding which entitle the bearer to purchase common shares of the Com- 
pany at any timeup to and including June 30, 1969 at a price of $13 for three common shares to June 30, 
1968 and $14 per three shares until June 30, 1969, at which time the share purchase warrants expire. 
No shares were issued during the year. At February 29, 1968, 305,874 of the authorized and unissued 
common shares were reserved for possible issue on exercise of the rights attached to the outstanding 
share purchase warrants. 


7. Commitments and contingent liabilities 


The Company leases certain premises under a long term lease arrangement requiring an approximate 
annual rental of $242,000, exclusive of real estate taxes, insurance, maintenance, and repairs which are esti- 
mated at approximately $190,000. Rental income from these premises is estimated at $410,000 for the 
year ending February 28, 1969. The lease contains an option to purchase the leased premises. 


The Company has entered into an agreement with the Town of Oakville to service and build houses on 
370 lots in the Municipality. The selling prices of these houses has been fixed, subject to adjustments if con- 
struction costs increase above present levels in the industry. 


Subsequent to February 29, 1968 the Company completed the purchase of 410 acres of land near 
Metropolitan Toronto for a total price of $2,500,000 payable to the extent of $250,000 cash on closing 
(including a $50,000 deposit made prior to February 29, 1968) and the balance over a fifteen year period. 


Subsequent to the year end, the Company has also acquired for $10,000 cash an option to purchase 
97 acres in a municipality near Metropolitan Toronto. It is estimated that this land will produce approx- 
imately 500 serviced building lots for a total cost of approximately $3,500,000. 


The Company is involved in a land assembly project in Metropolitan Toronto under joint venture arrange- 
ments on which the total purchase and development costs are estimated to be $1,400,000. At February 29, 
1968 the land purchases had been completed. The financing to date has been borne by the Company’s partner 
in the project. 


The Company has lodged letters of credit aggregating $875,000 with municipalities as security for the 
fulfilment of its obligations under certain subdivision agreements. 


The Company is jointly and severally liable on a mortgage on the Don Valley Shopping Centre in the 
amount of $720,000, which is payable by a joint venture in which the Company has a 50% interest. 


The Company is a party to an action with respect to certain building lots in the Province of Quebec 
which, if unsuccessful, could result in a loss to the Company of approximately $200,000. No provision has 
been made in the accounts for this possible loss, as in the opinion of management, the Company has a 
valid claim. 


&. Income taxes 


It is the Company's practice to claim maximum capital cost allowances for tax purposes which are in 
excess of recorded depreciation and to claim in the year incurred, interest and other carrying charges which 
are capitalized in the accounts. In addition, the Company has deferred certain real estate profits within the 
limits permitted by the taxation legislation. Such excess capital cost allowances, interest and other costs and 
deferred real estate profits, estimated at approximately $2,600,000 at February 29, 1968 are available for 
application against future years’ income for tax purposes. Income taxes otherwise payable on the year’s 
earnings have been eliminated by application of prior years’ losses. 


9. Current assets and liabilities 


All real estate held is available for current sale or development and accordingly the carrying value of 
these assets has been included in current assets. The mortgages payable thereon, some of which have a 
two year term or longer, have been included in current liabilities. Receivables which include balances due 
within a two year period on land sales have also been classified as current assets in the accompanying 
balance sheet. 


10. Comparative figures 
Certain of the 1967 figures in the accompanying financial statements have been reclassified for com- 
parative purposes. 


11. Statutory information 


The aggregate direct remuneration paid by the Company and its consolidated subsidiaries in the 1968 
fiscal year to directors and senior officers amounted to $125,000. Interest on debt initially incurred for a 
term of more than one year totalled $1,247,000 in the year. 


99 AVENUE ROAD, TORONTO 5, CANADA 


